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VIRGINIA OIL AND GAB COMBERVATIOH BOARD

HEARING OF JULY 15, 1991

92:00 A. M.

AT THE ODOUTHWEOST VIRGINIA 4=11 CENTER CONFERENCE ROOM
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July 15, 1991
This patter cam@ on to be heard on this the 15th day of

1991, before tho Virginia Gas and 01l Board, at the

fouthweet Virginia 4-H Center, Abilngdon, Virginia.

CHATIMAN: 1 need to apologize to Mr. Kelly for missing

him 1n the introduction. Eill Kelly on the end of the
table to my right, 1 waep looking this way and 1 didn't
wven dea him core in, We're glad to have you and I
apologize, For those of you that are here, before we
beg.in the noxt item on the agenda, give you an overview
of tho agenda today oo that you'll know what's going on.
Item II, the Board giving conocideration to issuance of a
tequest Lor propogsal to hire an agent for managament of
fHRErow accounts, we're going to continue that to the
Auguot pesting because we woere not able to make all the

ntacts in the Treamurer's Office. But what will take

place at the next meeting ios that the Board will be
prepented with o drafc RFP for approval request for
propopal ang it will really be momething that we do not

intent to take public comment on. We only intend to
iducuse rhiat with the Eoard and if upon the Board's
pploval the Department will propose to public that
Liuest tor propogal. Item III, the petition for appeal
't the inspectors decision under 45,1-3612) concerning

propoped well Inland Creak 1=A at Edigto Resources
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-IIAIAMAN: 1 don't know, 1I'll ask the inapector if he has

Corporation, I understand that that's been withdrawn. We
will here ltems IV potitioned by Jemes H. White and Item
V petitioned by Harold Holbrook., 1Items VI and VII,

We've had a request for continuation and that's been
granted and a notice published in the local papers. That
has to do with Pocahontas Gas Partnershipa for proponed
BEUN 1 oand proposed BUS 1, Those have been continued to
Lhe Augurt 20th hearing.

IN AUDIENCE: O1ir, im that the matter concerning Calvin

Blankenship, James Calvin Dlankenship?

iny kKnowWwledge that it is or not.

ULMER: It ia.

(N AUDIENCE: It's been postponed?

HATRMAN It's continued until tho next hearing at the
tequest of the people that requested the hearing to begin
Witl.

IN AUDIENCE Weell, this 1e hin fanily here and they

I-.P“.I

't notifiag,

HATRMAN Hell, we'le gorry if you didn't get notice. Wa
i grant thint

OREET ME. Chalrman, wa'll take thie opportunity to talk
with thene todan if we might to give them a [urther
gadnlanation

HAT MM Okay
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JOMED: Thank you, sir.

CHAIRMAM: I juet want to make gure you plan to do that

apide from the hoard Eeeting.

JOHMBON The two matters that I have that are on this

C

docket are White and Holbrook and I have made a motion
with the Board for a continuance of those two items. Wa
have just f£iled an amended application and 1'd like to

have thoee rescheduled for the next hearing date.

MATRMAN: For the August 20th hearing?

JHNEON:  For the August 2oth., We did file a formal
pmotion witli the Doard, a notice to counsel, a notice to
nll tho parties. The only people that are involvad,
really, are my clients and '« o1l and gas company and
the conl and oll and gas owner that the oil and gas
perator propoped to drill for. And all of thopoe parties
rocelved notice of the motions. 1If the Board might
ocall, about two monthe 1 anked the Poard for a con=
tinuance in order to agend the application in order to
come 1nto compliance with the formal procedures and the
Board nllowatd me to do that., I'm asking for a con=
tinuance for thirty days. 1 did file the amended
pplication and would ask that that be heard at the next
nearing.
HAINMAN Okay. Any quentions, members of the Board?

GLOTHLIN:  Anybody representing EREX on that? Any




L]

17

18

0

21

2 ||

25

objection to the continuaAnce?

Mi., CHAIFRMAN: With that I believe that we have concluded our
hupineogs,

MR, JOHNBON: Are you all granting my motion?

MIl. CHAIRMAN: Yes. Any further business, members of the

Doard? If not, wa'll adjourn the meating.

{End of Procecdings for
July 15th, 1991.)
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CERTIFICATE

COMMONWEALTH OF VINGINIA

COUNTY O WASHINGTON

I, Cleadys D. Oriffin, Notary Public in and for the
Compmonwealth of Virginia, at Large, do hereby certify that
the foregoing ie¢ a true transcript of the proceedings had in
the matter held before the Virginia Gas and 0il Board on the
15th doy of July, 1991; that all of paid proceedings were
elactronically recorded by Marsha D. sharp, Notary Public in
and for the Commonwaalth of Virginia, at Large; that said
transeript has been reduced to writing by me and that said
tranpcript 1o a true and correct transcript of the aforesaid
to the bost of my ability.

further certify that I am not a relative, counsel or

ittorney Lor e1ther party, or otherwioe Lnturnlt;d in the
me af thif action.
JIVEN under my hand this 23rd day of July, 1991,

-
CLEADYS % .;uiar FFIN

NOTARY PUDLIC

My copmippion eoxpiren March 19, 1993,
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VIRGINIA OIL AND GAS BOARD

HEARING OF JuLy 16, 199)

PUBLIC MEARING

9:00 A, M.

AT THE GOUTHWEST VIRGINIA 4-H CENTER CONFERENCE ROCM
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This matter came on to De heard on this the 15th day of
July, 1991, before the Virginia Gae and 011 Board at the

gouthwest Virginia 4-H Center, Abingdon, Virginia.

Wi, CHAIRMAN: Good sorning and welcome to the Gas and 01l
poard meeting. As custcom 1'11 ask the Board members to
introduce themaelves. My name 18 Renny Wappler and I'm
chairman of the Gas and Oil Board. I'm agsslotant
director for mining for the Virginia pepartment of Mines,
Minerals, and Energy. I'll tell you before I defor to
tiie Doard members that if you have any difficulty hearing
feel free, please, to move your chalr or move up in the
roos. The acoustics are not the best in the world.,
(MEMBERY INTRODUCED, )
Mit. CHAIRMAN: Our first agenda item today inm Lo have a pubic
hearing to recesive comsents on the proposed Virginia Gas
and 011 Loard regulationn. These regulations will govern
-sapervarion of the commonwealth's gas and oll resources
ind protection of the correlative rights of gas and o1l
vnera. The regulations are authorited under Article 2
of the Gan and 011 Act of 1990, Regulations will
roplace the emergency conmervation regulations for gas
Al o1l which will expire when this regulation becomes

oftactive, As proposed the regulations will set stand-




ards for applying for field rules and drilling units to
provide for efficient production of the Commonwsalth's
gag and olil resources while drilling the minisum neces-
Bary nuember of wells, the pooling or grouping together
the interest of gas or oll cwners around the well to
provide for a fair sllocation of cost and production
between the owners and escrowing revenue attributable to
the contlict in claimonte to coalbed methane ges until
ownership is decided, eptablishing costs which may ba
included in a forced pooling drilling unit, oubmiteing
milrcellaneous petitions before the Board, enforecing
requiations and orders of the Board, and hearing appeals
ot ndministrative decisions of the director of the
Dopartsient of Mines, Minerals, and Energy. The proposed
regulatione were approved for publication during the
April Z28th, 1991 mesting of the Board. The proponed
regulations were published in the May 20th, 1991 issue of
the Virginia Regintor of Fegulations at which time the
public comment period began., In addition to accepting
rommonts at today's public hearing the Doard will accept
Wiltten commentn submitted to the Division of Gas and 01l
untii w00 P, M. thie Priday, July 19th, at which time
the public compent period will end. 1I'd like to note
that the Depavrtment je almo promulgating new regulations

whach will addreas the Department's regulatory Program
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over gas and oil operations and exploration. The
Dopartment's requlation authorized under Article 3 of the
Gas and 01l Act is a separate acticn from this regula-
tion. Today we don't have a sign in sheet to register
Gpeakers for this public hearing so we'll call for
gpeakers. And when 1 acknowledge you please come to the
table and speak and give us your name and the name of the
organization that you represent. If you have written
corments you may summarize them orally and submit the
full written text, And now 1'd ask if there any persons
that wish to address the Board at this public hearing?
fIHARTLZ: My name is Mark Swartz and 1'm appearing on
behalf of OXY, USA. I have four comments with regard to
the reges and 1 think you can assume from that that I
Think =he Department and the spub-compittee that worked on
these 1egs did a great joh. Thepe are come technical and
BiNOol rovimions. There's a letter from Mr. Wirth which
Wah ment to the Division of Gan and 0il on July 10th

wnich quotes the changeas that I would like to =-=- well,

propoie to make and you can refer to that for the actual
Language i'd Just like to take a winute to cover these
tour inoues with you. First of all, I think we need to

take a look at the definition of pooling in the definti-
Lion pertion. 1 think that we dropped the ball when we

wore diatting that definition and it currently talks in




terms of pooling tracts and we're really not doing that.
We'l'e pooling estates and interest. And I propose an
alternative definition which parallels the pooling
Etatute Ltrom the language I try to take out of the
fitatute and I would ask that you consider apending the
pooling definition. The gecond point concerns Bection 4,
fubdivision G, which changes the provisions to scme
extent to deal with questions of notice on epodifications.
Wnat I1'm concerned about here is in the event that a
Hoard order needs to be modified at some point after that
order im originally entered because things change or
gozething was overlooked, If the amendment cannot
reanonably be regarded ap effecting everybody == let's
afeume you gave 100 people of the firaot hearing and the
modification you propose 1s only going to effect three or
four people, the propomed provision 1'm making is to only
require notice to the folkp Whode interests are likely to
bu effected by the sodification. I think the Board has
the ability to look at notice questions when petitions
tor wodification come before it to decide whether or not
the person has actually identified the right falke that
Ate ilkely to be eftected, but 1 think to require notice
to 75 or 100 people if their interents aren't being
offected on modifications is something you neod to think

about. The third point deals With 7, OSubparagraph =
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winieh i@ @ provision that was put in for supplesental
orders after elections were made so that there was a
complete record in front of the Poard and I agree that
that neods to be done. The provision as currently
sroposed does not require that that supplemental order be
sont to the folks who were pooled. Bo I think if we're
going to enter a nupplemental order with regard to
eloctions and saying that Joe elected and Fred did not,
Joe and Fred ought to get copiep of that pupplemental
order and have an opportunity fairly contemporaneocus with
it's entry to may no, that's not what happened. 8o, I
mean, 1f Wo're going to have a problem let's send these
arders out to people so they know what's happening. The
lant paint deals with escrow and it's a sentence that I
would propoee to add at Becticon 9. We have a very
genetle aacrow provision in the proposed regulations for
4 reason because I think the Board is trying to develop a
achomo for encrowing and it sahould be general. I would
ik, however, that you conmider adding a sentence to the
cocroW provision which would allow well oparators to
epcrow funds when they don't have a forced pooling order
from the Board. What 1'm saying i@ that there will
pituations where you enter into a voluntary pooling
acreenent with all the claimants and they voluntarily

(w0l and let the developmant proceed but they haven't




resolved the ownership issue and they've deferred that.
I think 1if woa're going to set Up &4 SUPEr eBCIOW Or BCE®
egcrow mechaniem in the Componwealth the people who
voluntarily pool ought to be able to take advantage of
the cost savinge associated with that until they resclve
cunerphip iesues. Thank you.

MR. CHAIRMAN: Thank you, Mr. Swart:z. Any others that wish to
addresa the Board?

MA. JOHMNBON: Mr. Wampler and members of the Board, I just
hhave a very few brief comments about these regulations.
At the last hearing that I was at in front of thie Board
I ralged the issue with the Board concerning the need and
I've alec written to the Board concerning the need to
provide a procedure and I believe that these regulations
are the proper place to 80 provide whare that a oil and
gas owner who findes himself in a position of needing to
have a unit {ormed can come to this Board and have the
Foard require the operator who haep applied for or been
Jranted a permit to drill a well to ceme before the Board
and get a pooling order. 1In other words, a mechaniem
whereby the intent of the atatue and these regulations

an be pet forth and whereby the Doard can require that
the intent of the statute iteelf be implemented. What
Wo'ie talking about sieply 1s that an applicant can come

0 this Poard and say under the statue I am entitled te
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be a part of a unit and I want to ses a unit foreed.
Unless thie type of procedure is allowed by this Board
other than the formal applicaticn procedure, unless that
type of procedure 1s allowed people who need to have and
should have their oil and gas interests protected will
find themselves, ap my clients did a couple of monthe
ago, stopped from having scomething done to protect them.
Mr. Fulmer prior to the adoption of the 15%0 Act entered
several ordere apn the inspector in which he required the
ol)l and gas oporator after a hearing -- he required them
to come to this Board and condition the oil and gas
pormit on coming to this Doard and getting a pooling
order and forming a statutory or voluntary unit. And
that's what I feel that these regulatione should address,
ie that type of a procedure. I am not certain that I
have tinal draft of the regulations that you are looking
at., In the regulations that 1 received from Mr. Counte
i Fabruary there was a Section 13 which covered mis-
collaneous mattern and I would propose a second section.
Let me soe LE T con find it. Thank you, Tom.

FULMER Gection 4.

JOHNNDSON: Oection 14, thank you. Under Bection 14 I would
Aok that you add a subsection B to that section and I
Wwill Just briefly read it to you, I've made somo copies

of thios and I'11 turn these over to Mr. Waempler. I would
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agk that you add the woids in the case of a preposed
permittod well or an existing permitted well any olil and
gas owner say petition to the Board for an order requir-
ing that a drilling unit be formed prior to any new
production from the proposed or exlsting well by the
filing of a petition as oet forth in Section == would be
l14 A above and complying with the notice of provisions of
fection 45,.1-361.19 of the Code of Virginia. I believe
that 1f you have a provigion in this statute which
anddresses this situstion people will be encouraged to
tollow this procedure. I think that the only notice that
vhould be required is notice to the persons who Lave
drilled the well and the owners or the proposed driller
of the well and the owners of the mineral interest and
nurface. Thie 18 what I think needs to be done. And I
think if you don't have thie kind of procedure and you
don't encourage pecple to follow this kind of procedure
you're just not going to have a smituation where people's
interest arve being protected. All of these regulations
have been tightly drafted to require headinge on plean
and to rvequire very detalled information for an applicant
Lo goet o unit tormed. What I'm talking about is the run
of the nill property owner who doesn't have a geology
departwent, who doeasn't have a surveyor, who doesn't have

a lasyer to go out and do title examinations, and who




10
1
2
13
14
16
14
1”7
1L

-1

2

i)

does nor have the familisrity with these regulations
other than to read the statute and to find from that
ptatute that he or ahe 18 entitled to have a unit forsed.
Again, 1 put Section 13 and it schould be Section 14 of
the regulations. There are two other things that I want
to gay about the regulations. With regard to the various
requiremente for what should be in a petition to the
DBoard 1 would pay to the Board that these requirements
are very technical and lawyern drafted this. Mr. Mason
who 18 a lawyer on this Doard with lawyers representing
the oil and gas industry, the coal industry, worked on
these regulations and they are tightly drawn and thay
require very detailed information. 1'm not going to say
that there'n anything really wrong with having tightly
drawn regulations, but I believe with regard to what the
requiremonta are in each section you should thoroughly
look at that to see wnhnether or not that information needs
to be in an application. When an application is refused
because one of the technical provisions in the regula-
tiono ie not complied with then there ism a problem in my
view of thin., 1T also want to turn to, and I don't know
It 1'm citing the right regulation, Regulation 13,
flection 1), appeals from the inspector. What the Board
requiring 1s that when someone goes to tha inapector,

ag to file a written, underline that word, written
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objection nsetting forth the grounds by which the request
ils mpde to the inspector to deny the permit or somehow
alter that permit and then there is a full hearing in
tront of the inspector in which other issues may be
raised during the hearing and then the i1nepector comes
ot with a writton opinion. All of these things are
what'e going on right now, You've got a written applica-
tion to the inspector saying there is something wrong
with thiep permit, I want a hearing. You have a full
hwaring in tront of the inspector and the inspector
reviows thege stated reasons why the party cbjecting to
the permit is objecting. In other words, what wo're
talking about im continuing to limit the focus of what
thie objectionn are. HNow, what this Doard is not saying
lo after you've made a written application to the
Inepoctor and the inspector has had an informal hearing
and he'll tell you it's informal. I've been there and
when I ralse formal objections like lawyers do in
courtrooms he says, “Oh, no, Mr. Johnson. This is an
informal hearing.” Dut it is formal. Mr. Fulmer has the
patties otate their reasons why they object to permit.

o aske them to give their testimony. It's all recorded,
And at the end of all of that Mr. Fulmer issues a written
opinion.  Mow, [rom that you've got at least two docu-

mentes that are part of the record in the proceeding.
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That is the applicaticn to the inspector for a hearing
gtating the written objections and you've got the
inspector's formal decision on it's informal hearing in
which he smets forth the cbjections raised at the hearing
and then he also sets forth the reasons why he thinks the
permit chould be granted or denied. How, from that this
Doard ie saying we want you to focus again. We want you
to go back and take everything that's happened and give
ug another set of cbjections, give us another set of
reagonn epecifically why the inspector was wrong, and go
through the details of all that. 1I'm saylng to You that
1 don't believe that that 1s necessary. 1 think that
what you're doing is continuing to burden people,
particularly people who don't have counsel, to continual=-
Iy have to comply with these procedural rules. You're
continuing to force them to focus and focus and that's
great, but this Board is the formal hearing. MNr. Fulmer
wan the informal hearing, but from that you got plenty of
docusentation ag to what the objections were. And ay
rogquest to the Doard is that the provisions in == 1
helieve Lt's Boction 13 now, that those provisicns be
lonked at again and that the focus =- well, what the
applicant snould do is just note his appeal and come
befoie thig Poard and be able to raige the issued that

wore ntated in his objections and are a part of the




14

a
17
]

10

)

24

record in the opinion of the ingpector. Not to have to
come back to this Doard and say well, I think all of
these things that I raiped are wrong and the inspector
wag wiong. The regulationes say point out where the
inspector was wrong. MNow, that's great if you've got a
lowyer who has participated in the whole process who
filed the application originally, who participated at the
liearing. That's groeat. But if you don't have a lawyer
what the other party is going to say is wall, you didn't
atate it in your application to the Board asking for the
appeal from the inspector. So again, I feel like what
hae happened with the roegulations is what you would
expect and that 1s that they have became much more
detailed. They're requiring a lot of information. What
I've really come to say is that there are really a couple
of places where you need to be flexible and to allow
poople wno don't have the expertise to be able to come in
front of this Doard and get a fair hearing. And those
are the two places that T think that's necessary. I
compliment the committee that worked cn these regula-
tionn. I compliment Mr. Mason for chairing it, 1
compliment thin board always for your attention in tho
WOork that you're doing which is not an easy job. I have
told you that several times and I will continue to

Believe that and compliment you on the hard job that you

12
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have to adminiater this law and to take care of the folks
in thie part of the world. 1 appreciate your attention.
Thank you.

CHAIRMAN: Thank you, HMr. Johnson. Any fguestions, members
of the bpoard, for Mr. Johneon. 1I'm going to give the
Board an opportunity to ask clarifying questions.

JOUNBON: Surae,

CHATRMAN: I should have dona that with Mr. wartz, but
1'1l1 be happy to recall him.

MABON: I have one. 1In your proposed addition to BSecticn
14 in the mecond line you say any oil and gas owner. Do
Yol propose that -- does that mean 1t could be somebody
miles oway?

JOMNSON: Well, it has to be somebody that is effected, I
would think that pomeone that came in here that wWan milen
away and proposed this you would tell them to ¢o home, I
think you can look at the Atatute itself, Mr, Mason, and
the ntatute says that the Board will form units 1in
Certain situationa and if the person =-- it should momecne
Who 16 entitled to have & unit formed. Maybe we could
make reference to the section. An oil and gas owner who
‘i entitied to make application to the Board, we could
ndd some words like that., I coertainly don't want this
Hoard to coneider forming unite becauce sonebody at EREX

vk there ought to be a unit formed on the pide of a

1]
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nill in Buchanen County that's got oil and gas resecves
that certainly have nothing to do with that corporation.
I think what I's talking about is gsomecns who is effecced
by it who's entitled under those regulations to have the
unit formed. I think this 1@ very important for you to
consider. 1If you look at the statute it talks about what
this Board's suppose to do when scmeone applies. It says
that the Board will. lot pay. HNot can. Hot should.

The Poard will form units in certain specified spitua-
Liono. And what I's saying to the Board is that you

need to be able to tell an operator whone got a well out
there that he will come to this I rd and if he doesn't
e can't produce. That's as simple as it should be and
a4 plople am 1t ought to be. And if the operator comes
and does that because some o1l and gas owner has said
that he needs to do that then this Board is protecting
the righte that the Doard was established for to begin
With,

MADON: Thank you,

CHAIRMAN: Other questions, members of the DBoard? Thank
you, Mo, Johneon. Were there any questions regarding Mr.
WALtz testimony? I apologize for net giving you that
dPPertunity. Okay. 1If not, are thers any other people
‘i Lhe audience that wish to address the board regarding

the Foard's proposed regulationa? We'll continue to
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pause for & minute or two to give you time to think about
if before woe close the opportunity. (Pause.) Any other
spookers? 1f thnere are no more speakers 1'd like to
thank you for your comments and close the public hearing
on the proposed Virginia Gas and Oil Board regulations,
I would nlpo ask the Board if they would wish to author-
ize the staff to develop draft responsesc to the proposed
commente to prepare and bring back te you a proposed
finol regulation for adoption at Jur August meeting if
that would be your pleasure.

HARRIB: Let me ask a procedural question.

CHAIRMAN: Dure.

HARRIGS: Do wo discuce these at any time or does the
ntaff? Do we an a Doard? Would that come before us or
tlcen back to thn ==

CHATRAMAN: We can do that now or we can do it on the 20th
before they're final, If you have comments now that you
want addressed it would be an appropriate time to bring
that up for the record.

MABON: I was jJupt going to pay I would suggest that that
would be appropriate Af the ataff would highlight
anything that's different from the last draft. T think
that would give up a more appropriate ability to focum on
the things that have changes since we last discugsed it

on opponed to doing in the abatract.
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CHATHRMAN: HRight.

HARRIG: That's fine. 1 just wanted to make sure we had
on opportunity to look at 1t,

CHATRMAN: Abgolutely. It's at your pleasure.

McGLOTHLIN: Can we aleo have a copy of the transeript of
the testimony of the public hearings?

CHAIRMAN: Abpolutely,

MABON: You will get that along with any written cbjec-
tlong,

FULMER: Do we have other written objections at this
point?

MABCON: We have at this point, but 1'll coepile them after
I'riday and pubmit them to the Doard membeors.

CHAIRMAN: After the close of public comment pericd you
will got coplep of all written comments am wall as a
tranvscript of the oral comments we received today.

MCOLOTHLIN: 1 will make a motion. 1 don't know what you
want, Mr. Wampley, but 1'1ll be happy to make a motion.

CHATEMAN:  Authorize the ntaff to prepare a proposed final
Aratt of the regulations for the Board's consideration or

adoption at 1t'm Auguet meoting.

MCOLOTHLIN gu moved,.

HARRTIG feoond.

CHAIRMAN: A motien and a second. Any further gquestions?
Il not, all in favor signify by maying yves. (All

16
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affirm. )

Thank you.

cpposed say no.

(Hono. )

(End nf Proceedings for

July 15,

The motion carries.

1991.)
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CERTIFICATE

COMMONWEALTH OF VIRGINIA

COUNTY OF WABHINGTOM

1, Cleadys D. Griffin, Hotary Public in and for the
commponwaalth of Virginia, at Large, do hereby cortify that
the foregoing is a true transcript of the proceedings had in
the matter held befere the Virginia Ges and Oil Board on the
15th day of July, 1991; that all of said proceedings were
alectronically recorded by Marsha D. Bharp, Notary Public in
and for the Commonwealth of Virginia, at Large; that said
rranseript has been reduced to writing by me and that said
transcript is a true and correct transcript of the aforesnid
to the bept of my anbility.

1 further certify that I am nut a relative, counsel or
attorney for either party, or otherwioe interested in the

outcone of thlie actiaon.

GIVEN under my hand this 23rd day of July, 1991.

NOTARY FUHLIC

My copmliemlion oxpires March 19, 1993,
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July 18, 1991

llon. Benny R. Vampler, Chalrman
Virginia Oas & Ol1 Doard

Department of Hines, Minerals & Energy
P. D. Dox 1416

Abingdon, VA 24210

Re: Virginia Cas & 011 Doard Proposed Regulations

Dear Hr. Vampler:

As you knov, I represent several mineral ovners and surface
owners in Buchanan, Tazevall, Russell, Dickensocn and Lee
Countlies, Virginla. As an attorney who represents mineral and
surface ovners and as a clitizen of the Cosmonvealth of Virginla,
1 am submitting comments to the proposed Regulatlions.

1 previounly testified at the hearing held by the Doard on
July 16 In Abingdon, Virginla. At that time, I propose the
addition of a nev section (Bection 14 D) to accommodate a request
from an oll and gas or surface ovner for an order from the Doard
requiring that an operator of a permitted proposed or permitted
existing vell form a dArilling unit prior to any nev productlion
from the well. Pursuant to the Inguiry of Hr. Dlll Mason, a
member of your Doard, 1 have redrafted the language suggested by
me. A copy of the suggested section is attached as Exhibit A to
this letter. W¥ith regard to my objections concerning the datall
required by proposed Section 1) on appeals from thes dirsctor's
decimlon, 1 atated at the hearing on July 16 my objections to the
requirements. I vould mpecifically requeat that paragraphs D 4,
DS and D 6 of the Regulation be stricken as the information
avallable in the vritten reguest for a hearing to the Inspector
and thes Inspector's decislon should more than cover the
information outlined. 1 bellave that these provisions are
unnecessary and limit access to the Doard on appeals from the
dl:uftur'u decislon, which decislon results from an informal
hearing.

In addition to the above which 1 have revieved with the

Doard In oral testimony, 1 would also bring to the Doard's
attentlion the folloving:



flon, Benny R. Wampler, Chalrman
Virginias Gas & Ol1 Board

July 18, 1991

Page 12

1. The reasonablensss, valldity and necessity of proposed
gfection 10 D vhich provides for “presumption of reasonablenass®™
for costs as "customary and usual vithin the industry®. I do not
knov whether or not it can be proven thst certain costs are
"customary and usual within the industry® without significant
development of evidence; hovever, it vould appear the costs to be
deducted must be those which are necessary and not vhich aras
conveniant to the operator.

2. 1 balieva that the records reguiremsnt of paragraph 11
should be a minimum of five (5)’ years after the claims have baen
paid out. i1t wvould seem that the records should be made
avallable for a substantial pericd of time in case any difficulty
arises vith regard to the valldity of any payments made pursuant
to an escrov account., Thess provisions are contalned in Section
11 A of the proposed Regulations. Likevise, the provision of 11
D of the Regulations regarding records maintained by operators
should alsc be held for a minimum of five (5) years.

I hope that the above will be of help to the Board In the
reviev and the adoption of the proposed Regulations.

yours,

onald R. Johneon
DRI/k1h

aenci 9 Coples
Exhiblit A

cet Hichael Lepchitz, Eaq.



EXHIBIT A
SECTION 14 B

In the case of a propossed peraitted well or an existing
permitted well, any oll or gas ovner vho is entitled to apply for
an order pooling all interests in & 4rilling onit pursuant to
Section 45.1-361.21 or 45.1-361.22 of ths Code of Virginlas may
petition to the Doard for an order requiring that a drilling unit
be formed prior to any nev production from the permitted proposed
or existing well by the £iling of a petition as set forth in
fection 14 A above and complying with the notice provisions of
fection 45.1-361.19 of the Code of Virginia.
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Department of Mines, Minerals and Energy 5 W
Division of Gas and Oil A AT

P,O. Box 1416
Abingdon, Virginia 24210

RE: Virginia Gas and Oil Board
Proposed Regulations
OXY USA Inc's Comments

Ladies and Gentlemen:

OXY USA Inc would like o submit the following comments as (o the proposed regulations:

The definition to "pooling® set forth at § 1 should be deleted and the following
language subsiituted therefore;

“Pooling® means the combining of all interests or estales in a Gas, Oil or
Coalbed Mcthane drilling unit for the development and operations thereof,
Pooling may be accomplished cither through voluntary agreement or
through a compulsory order of the board.

Comment: The proposed definition speaks in terms of combining tracts or
portions of tracts. Pooling actually combines inlerests & estates in the acreage
subject to the order. The foregoing definition parallcls the language of § 45.1-
361.22 A. The reference in the second sentence deletes the term “ownens® in
as much as claimants’ interests are also subject to being pooled.

The last sentence of subparagraph G. of § 4 of the proposed regulations should
be deleted and the following sentence should be substituted therefore;

Each other applicant for a hearing to modify a forced pooling erder shall
provide notice In accordance with § 45,1-361.19 of the Code of Virginia
10 cach person having an Interest in the unit which interest may be affected
by the proposed modification,

A Uk e il LA ool ICag § nemgrewey




Comment: In many instances, the respondents noticed in a pooling application
are quite numerous. It would seem unduly burdensome to require that notice of
a proposed modification of a prior order be given o persons who (a) did not
appear at the original hearing of which they had notice and/or (6) to persons
whose interests are not affecied by the proposed modification.

3. Add the following sentence at the end of subparagraph C of § 7 of the proposed
regulations:

Applicant shall mail a true and correct copy of any supplemental order
made hercunder within seven (7) days from the date of the applicant’s
receipt of the supplemental order to all persons Identified in mid
supplemental order.

Commenl: Respondents should have notice so that they can appear and object if
they question or challenge the supplemental order.

4, Add the following sentence to § 9 of the proposed regulations:

The unit operator of a drilling unit subject to a voluntary pooling
agreemen! may petition the Board for an order authorizing the escrow of

funds subject to conflicting claims in accordance with Board standands and
or regulations regarding escrow of such funds In units subject o a
compulsory pooling order.

A always, thank you for the opportunily lo make the foregoing comments on (he proposed

regulations.
Sincerely,
Martin B. Wirth
Coalbed Mcthane
Project Land Manager
MEW/kmr

cc: P, Patten
M. Swartz



NIRGINIA OIL & G4S
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(703) 328-3739
July 15, 1991

Commonwoalth of Virginia

Dopartmont of Minos, Minoral and Energy
Divioion of Cas and 011

P.0. Dox 1416

Abingdon, Virginia 24210

Ro: Virginia Gas and 0il Doard -
Propooed Nogulationso, VR 480-0%5-22.2

Denr Ladies and Gentlemant

Tho Virginia ©0i1 and Gas Aspociation (VOGA) io pleased to
have tho opportunity to pubmit those written comments concerning
the Proponed Rogulations which the Virginia Gas and O0il1 Board
(the Doard) published in the Yirginla Registor of Regulationsm on
May 20, 1991. Thooo commonts aro oubmitted in lieu of presenting
tootirony at the public hearing in Abingdon.

VOGA hap among ito momboerohip reprosontatives of virtually
all sogmonto of the oll and gas industry in tho Commonwoalth of
Virginla, from the wellhead to the burner tip. VOGA has
participated actively over the years in legislative and
administrative mattors relating to the regulation of oil and gas
opoarations in Virginia. As vice presidont of VOGA, I was honored
to serve as a mombor of the nuqulnturI Working Committoe which
the Doard established to enhance publlic participation in the
rogulation drafting procosos.

The public participation procoon worked oxtromely well in
the dovelopmont of thone Requlationa, and VOGA wiohom to
complisent tho Gao and 0il Doard and the Dopartmont of Mines,
Minorale and Enorgy In tholir offortes In developing tho
flegulations. Our review of the Regulations has turned up only
rolatively minor clarifications or corrections that we suggest ba
nado. Ho will oot thooe out briefly in this letter. All
rofoeroncos aro to the proponoed Virginia Gao and 0i1 Doard
fegulations, VR 400-05-22.2. As s customary, added language
will be underlined, and deleted language will be struck through.

1.  Regulation §3, Administrative Provismionm. Add languago
to tho firot smontence of subsectlon D so that the sentence will

road? "The division shall assign a docket number to each
application or potition u_mul'nuuum.m_nhm_un;m
the applicant of the docket numbar




2. Rogulation §5, Applications for Fleld Rules. In
subsection A.5.c, delete the words "mates and bounds® from the
firat sentonce. Docause a pool covers, virtually by definition,
a subastantial land area, it is ispractical to include a motes and
bounds description of its boundaries. Moreover, the inclusion of
a motos and bounds description isplies a preocision in describing
the boundaries of the pool that does not exist in fact. A
deocription roforance to a USGCS map should be sufficient to
doscribe the boundariecs of the pool prior to October 1, 1992, and
tho upe of tho Otate Plano Coordinate Syotem thereafter will add
additional precision.

3. Regulation §7., Applications to Popl Interests in a
Drilling Unit: conventional Gasm or 041 or Mo Conflicting Claims
to Conlbed Methano Gao Ownership.

A. Buboection A.11 should be amended to read as
followva: "A otatement of the namos of owners, if known, and the
percontage of tho intorest to be escrowed under §45.1-3 61.21.D
of thoe Coda of Virginia for oach owner vhose identity or location
is unknown at tho time the application to the hearing is filed;".
Tho reapon for thio change is that the names of unknown ownars
aro, by definition, not known. MNevertheless, information about
porcontage interost should be included, and, wvhere the identity
;le;uun but the location is not, that information should be

od.

D. Bubooctlon A.13 should bo amended to read as

follova: “an—estimate—of informntion relating to production over

the 1life of well or wvolls
". Bubsection A.14 should bo

amanded to road ao followo: "on—estimate—of
£o tho amount of rosorves of the unit

". The reamon for theso changeon
io to inoure that tho information provided in the pooling
application is tho pamo as that provided to other voluntary
porticlpants in the well. It is not appropriate for a pooling
application independently to roquire estimates by the applicant
of elthor production or reserves, excopt to the oxtent that such
information has boon proviously prepared and supplied to other
woll participanto. 1If such information im not furnished to other
participants, it nood not bo made a part of the pooling
application.

‘i L]
Oubsection B.1 ohould be amonded to reoad as follows: "For a
poriod of ene—year Lwo ypoarm from the date of lssuance, 4f
gaoo or oll operations have mobt commanced on the wall or wells in
the unit or units established by the order

The reason for this proposed change is to extend the period ;f
F




timo from one to two yoars, and to make it clear that
continuation of operations continues the effectiveness of orders.

5. Rogulation §18., Closurs Orders. OSubsection A.l1 should
be amended to read as follows: ®A gas or oll operator contimes
vee—in—excenp—of-an—allova

yiolat)
suggosted change is to broaden the authority to issue a closure
ordaer beyond merely exceeding allowvable production rates.

6. 520, Surveys and Toeata.

A. The fifth sontence of subsection A.1 should be
amonded to read as follows: "Ourvey data shall be certified in
writing as being true and correoct the designated agent or
paroon in charge of a parmittee's Virginia operations, or the
drilling contractor, and shall indicate the resultant lateral
daviation as the sum—of—the paximug calculated lateral
dioplacenont dotermined between—eoch gt _aAny inclination survey
point An o producing horizon, ....® This change conforms the
language of tho Regulation to tho purpooe of requiring the
inclination in the first place: assurance that another party's
rooourcop are not being encroached upon.

D. The first sentence of subnection A.J should be
amended to read as follows: "The Doard or the Director, en—their
own—initiative—or-at tho roquest of a gas or oll owner on a
contiguous unit or tract, may require the permittoe drilling any
wall to make a directional survey of the woll if thore io
roagsonnble cause therafor.® Unless the contiguous tract owner
roquosts a diroctional nurvnr. it should not be ordered by the
Doard or the Director. The isoue is one of property rights,
which ohould bo apperted, if at all, by tho property owner.

€. 'Tho first sontence of oubsection B.1 should be
amonded to rond as follows: ™If a gas or oll well appoars
capable of producing gam or oil, tho permittee ohall conduct a
potontial flow test and, Af nocoepmary, a gasjfoll ratio test
within ton days after the well is completed and capable of
producing gas or oll.” Thims changoe should be self-explanatory.

D. VOGA has a goneral comment regarding subsection
D.3. Tho naturo of Appalachian Dasin Tnu volls dictates that
open flow testing be made, the regulation should permit and
oncourage ouch toesting.

VOGA approciates the opportunity to make the foregoing
commonts on the Proposmed Nagulation. While thepe commonts are
not substantive to a great oxtent, the accommodation of tho




comments in the final Regulations will be beneficial to operators
and regulators alike.

. o &~

Vife President

gcot VOGA Doard of Directors
VOGA Logal and Technical Committees

L wog'g Bobyrg.oom




COMMONWEALTH of VIRGINIA

DEPARTMENT OF CONSERVATION AND RECREATION
1) Cowernan Borewd, f=te 301
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MEMORAMNDUM

DATE! July 10, 1901 D59

TO: D. Thomas Fulmer, Virginia Gas and 0il Inspector
DMME, Division of Gam and 0i1

FROM1 Jorald F. Moore, Acting Dlrnnhu%‘/
SUDBJECT: VR 400-05-22,2. Virginia Gas and 011 Regulations

We have roviewved the subject regulations and offer the
following commonta.

1. There noods to bo clarification on whether the Virginia
Dopartment of Conservation and Recroation (VDCR) can be "forced
pooled” and how that could offoct us. In a "forced pool"
situation, would tho VDCR be considered n "participating
anrntur' “nonparticipating operater" or some other
charactorlzation?

2. On page 2445, §10. A., the proposod regulations state
that the unit oporator of a pooled unit may share all roeasonable
coota of operating tho unit with other participating and
nonparticipating operators. Examples of potontial costs include,
but are not limited to: ecological and environmental, legal
exponson, damagen and lospen to Enlnt Trnpnrty and catastrophe.
foveral lssucs arise concarning thio sltuation, if the VDCR were
"forcod pooled." Thoooe ilsouen are:

1. Would the VDCR have to pay for a portlon of the conts of
any damago that may occour to lts own proparty?

4. Would tho VDCR be partially liable for a major
catastropho or legal action?

3. Connldering our misalon, the Thllnnn hical implications
of the VDCR being "forced pooled" into an operation which

hypothotically had a significant environmental and/or
ccologioal iepact may be quite damaging to the
Commonwoalth's lmago of boing environmentally
rosponsible.




cCi

Again conoidering VDCR'se mission to conserve and protect
cortain properties, the potentinl loss of state resocurces
under any of the ) optlons--lease Tartluipntlun or non=
nrtlulgntlun--ll disturbing. nu£- de forces can dictate
he ptate subsidization of grlvntl speculation by the
lecation of thelir well drilling operations.

Arthur H. Dushler
Michael L. Lipford
Ronald D. Button
Loon E. App
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VIA FAX

Dopartmont of Mines, Minerals and Enorgy
Diviolon of Gas and OlLl

P.O. Dox 1416

Abingdon, VA 241210

Ro: Virginia Gas and Oi1 Doard
Proponed Procedural Rulos
OXY USA Inc. Commonts

Ladies and Gontlomont

Thio lottor lo to commont upon a requost made by Attornoy
ponald Johnmon at the Uoard hoaring on Tuoasday July 16, 1991, At
that timo, Mr. Johnson requostod that the Board consider adop' ' g
a procedural rule which would permit, as I undoratood the requ.e -,
tho filing of a motion which sought a Board ordor directing a third
party to file an application for forced pooling.

Unlike §4%5.1-361.20 which pormits the Board "on its own
motion or upon application of the gas or oll owner” tO ontablish a
drilling unit, §§45.1-361.21 and 45.1-361.22 do not authorizo tho
poard to Initlate the pooling process "on itm own motion". Tho end
rosult of tho procedure proposed by Mr. Johnson would seam to bo
tho ontry of a Donrd order Initlating the pooling process “"on its
own motlon”, to-wit: an order directing somoone other than the
movant to flle a forced pooling application.

Lastly, the rule proposed by Mr. Johnson would seom
unnocospsary bocause any person with standing as elithor an oll and
gas owner or claimant ie alroady spocifically authorized to
initlate the poollng procens by applying for a pooling ordor undor
the oxpross torms of §§45.1-361.21 and 45.1-361,23.



KAy, CASTO, CHANEY, LOVE & WisE

Dugattnnnt of Mines, Minerals & Energy
July 10, 1991

Pago 2
Therofora, 1 would respectfully est that the Board
decline to lmplement the procedure suggested Mr. Johnson.

Yours very t

Mark A. Bwart:z

MAS/mle
cct Patricla A. Patten, Esqg.
Mr. Martin E. Wirth



DICKENSON COUNTY CITIZENS COMMITTEE
"SAVE VIRGINIA'S BADY"
RT | BOX 602, CLINCHCO VA 24226
(701) Bl5-8857

June 26, 1991

Hr! B. T. FUImﬂf
Virginia 0l1 & Cas Inspoctor/DMME
Ablngdon, Virginia

Dear Mr, Fulmer:

Wo have roviewed the Virginia Gas and 0i1 Board Proposed
Requlationn, VR 480-05-22.2, and have the following cosmments.

‘Wo romain opposed to the concept that the Board may appropriate
private property for the benefit and use of an energy developor
or industrinl entity.

*Bection 22. Enhanced Recovery. Amend to read:

The board may, upon application, notice and hearing, authorize
enhanced recovery projects on a case-by-case basis. MNo enhanced

rocovery project shall be authorized t?ug uson dE!ﬁ!L"ﬂ fluids
or_produced wators an the 1nau:tud motive force and unless ot
oant 51 porcent of a of tho gas or o nterestogin the areca
to be covered by the proposed enhanced recovery project, consent
to the project, The Doard may, on a canso-by-case basinm,

cntablish a minimum porcentage greater than 51 percent for any
aroa of the Commonwenlth.

Thin change will prevent the injection of polluted waters or
brinen into underground ntrata under the guine of enhanced recovery
oporationsa when in reality a Class Il UIC woll i{m established. The
dinponal of thene dangerouns fluids is the subject of ongoing con=-
troverny and discusslons., Tho industry must not be allowed to in-
joct tham am an unrequlated fluid associated with enhanced recovery.

That concluden our comments,

It appears, at this timo, that our executive committee will be
awny and unable to attond the hearing ncheduled for July 16, 1991,

We thank you for the opportunity to provide our comments via the
mﬂl]l

Sinceroly, ‘
o1 DMME 6 Q M&L
) -

Dernard Reilly, President




VIRGINIA GAS AND OIL BOARD PACE 1 OF 7

VIRGINIA CAS AND OIL BOARD RECULATION - STMMARY OF PUBLIC AND BOARD COMMENTS

VR ABD-D3-22.2
Gans and Oi1 Board Regulation
SBusmary of Public Comments and Board Response

8 1. Definitions

1. Comment: One commenter suggested that the definition of pooling ie
inappropriate, since pooling Involves the combining of interests and
estates, rather than, combining tracts or portion of tracts. The commenter
provided language to reflect this.

Responee; The Board agrees with the comsenter. The relationship of tracte
to pooled unite s accomplished through the disclosure of interests of such
tracte. The definition will be amended to reflect this.

f 3. AMainistrative Provisions

1. Cosment: One cosmenter suggested that B 3.D be clarifed as to the rols
of the Division In aeslgning docket numbers when applications or petitions
are sulmitted. The commenter provided language to accomplish this.

Response: The Board agrees and will amend the section to clarify the
Divislon's responsibilivy In process of flling petitions.

1. Cosment| One commenter suggested that 8 3.F be amended to elisinate the
§100 application fee "“E: for applications which request the actusl unit
as opposed to a request that a unit be required.

Response:  The Board disagress with the commenter. The purpose of the
application fee o to process and provide for the disposition of cases
brought before the Board under the requirements of the Act, Mo amendment is
needed.

The Board recogniszes that a party, who does not recelve notlice of an
application which may affect his Interest In a unit, should have the ability
to come before the Board and object to any procesdings which may have
affected his interest. The Board agrees to amend § 14 to allow for s person
who did not recelve notice, to file with the Bosrd a petition without having
to file an application fee.
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VIEGINIA GAS AND OIL BOARD RECULATION - SUMMARY OF FUBLIC AND BOARD COMMENTS

8 4. Notices of Bearing

1. Comment: One commenter suggested the last sentence in © be deleted.
The cosmenter stated that in many instances, the respondents noticed in &
pooling application are quite numercus and would be unduly burdensome. The
commenter suggested It was unnecessary to give notice to persons who (a) did
not appear at the original hesring of which they had notice, and (b) to
persons whose interests are not affected by the proposed modification. The
commenter suggested nev language to be substituted in Iits place to
accomplish this goal.

Responses The Board sgress and will amend this section to provide notice to
only those partles who would be effected by a modification of an Order
previously Lssued by the Board. This will be consistent with the approach
for permit modifications required under the Act.

8 5. Applications for Field Rules

1. Comments: The commenter stated that in A.5.c, the terms "metes and
bounde® should be deleted because the pool covers a large area and o
Impractical to describe a pool by setes and bounds. The commenter further
otated that the use of metes and bounds Implies & precleion in describing
boundaries of the pool that does not exist in fact, and that the use of a
description by reference to a USCS map should be sufficlent to describe the
boundaries of the pool prior to October 1, 1992, and the use of the State
Plane Coordinate System thereafter will add additional precislion.

Responses The Board disagress with the cosmenter. The Board feeles that In
order to protect the correlative righte of parties who maybe included in a
designated pool approved by the Board that those parties should have preciee
determination of the extent of the pool and whether thelr righte are
affected by an order of the Board. This is consletent with previous rullings
by the Board. Ho amendsent is needed.

B 7. Applications to Pool Interests in a Drilling Unit: Conventional Cas or
0ll or No Conflicting Clalms to Coalbed Mothane Ownership.

1. Coement: One commenter suggected that A.11 be amended to read *A
otatement of the names of owners, Af known., and the percentage of the
interest to be escrowed under # 45,1-301,21.D of the Code of Virginia for
each owner whose ldentity or locatlon Lo unknown at the time of the
application to the hearing ie flled|*. Cosmenter suggests that the names of
unknown owners are, by definition, not known.
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VIRGINIA GAS AND OIL BOARD RECULATION - SUMMARY OF FURLIC AND BOARD COMMENTS

Responses The Board agrees that only those owners found by the applicant
through doe diligent search must be notified of the hearing.

The Board disagrees with the commenter that unlocatable persons not be
notified. The Board feels that those perscns found to be & party to the
proceedinge are required to be listed in the petition as to thelr last known
address and be sent notice to that address.

The sectlon will be amended to clarify, who is to be notlced.

1, Comment: One commenter suggested that A.13 be amended. The cosmenter
suggeoted deleting *pn estimate of* and amend to read *

Anforsarion relating
production over the Life of the well or wells go the sxtent furpished to
ﬁ:hmmmuumx_mu'- The commenter stated that the

changes would ensure that the Information provided in the pooling
application le the same me that provided to other voluntary participants in
the unit.

Responsei The Board does not agres with the cosmenter. The Board feels
that the petition should dleclose an estimate of production such that those
parties being pooled can upon election make & declelon based upon all
avallable data from the operator who is applylng for the unit. The
commenters proposal implies a more vague requirement of information. Mo
amendment le required,

J. Comment: COne commenter suggested that A.14 be amended. The commenter
suggested deleting "an cetisate of* and amend to read *

10 the amount of reserves of the unit

participante An the unlt.® The commenter contended that ff such Information
has not been previously prepared and supplied to other well participants, it
need not be made a part of the pooling appllicatien.

Response: The Board dleagrees with the commenter to the extent as set out
In the Board's response in Comment fJi.

&. Cosment: One commenter suggected that C be amended by adding a sentence
at the ond. The commentor sald that respondents should have notice so that
they can appear and object If they question or challenge the supplemental
order. The commenter provided language to accomplish this,

Responee: The Board agrees with the cossenter. The Board EAy upon request
by any party to the supplemental order, arbitrate any conflicte which may
arise under a Board Order, This s consletent with previous Board rulings
on thie matter. The section will be amended to reflect this.

3. Comment| One cosmenter questloned how a state agency would be effected
by a forced pooling order and stated that being forced pooled conflicted
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VIRGINIA CAS AND OIL BOARD RECULATION - SUMMARY OF FUBLIC AND BOARD COMMENTS

with Ite mieslon and is dieturbing. Another commenter stated that he
objects to forced pooling.

Responser The Gas and OL1 Act -Ipll:ll':l:lllr sllows forced pooling and #
43,1-361,16 provides that the provision applies to public and private lands
in the Commonwealth. The Board does not have the suthority to abrogate
statutory provlielons.

B 9 Btandarde for Escrow Accounts.

1, Comment: One commenter suggested adding language stating: *The unit
operator of a drilling unit subject to a voluntary pooling sgresment may
petition the Doard for en order authorieing the escrow of funds subject to
conflicting claims In accordance with Board standards and or regulstions
regarding escrow of such funds In units subject to a compulsory pooling
order*. The Cosmenter suggests this for clarivry.

Response: The Board believes that an applicant or a party to procesdings
before the Doard may request that any proceeds of the unit may be sscrowed.
The Board agrees to amend # § to reflect the opportunity to file a petition
under 8 14 for thle purpose,

8 10. Allowable Cost Which May Be Chared in Pooled Cas or Oil Operatioms

1. Coement: One coesmenter questioned whether a Virginia state sgency which
has custodiasl responsibllities, If forced pooled, has to pay for a portion
of the coste of any damage that may occur to ite own property and partlially
1iable for & major catastrophe or legsl action.

lesponse: The purpose of 8 10 Is to outline the costs which an operator may
request that the Board allov him to recover for the drilling and operation
of a unit, which the proposed operator has petitioned the Board to
establish. The amount and remsonableness of the costs must be reviewed and
approved by the Board.

After the unit has been established by the Doard, a party to the proceedinge
has the opportunity to elect to be a participating or nonparticipating
operator or well or lease his Interest. In the case of a nonconflicting
pooling order or In the case of a conflicting clalm pooling order, Lf ths
party falle to make an election, he ls deemed to have leased. The
advantages and dieadvantages will vary based on the individusl clrcumstances
of the party who is forced pooled.

1. Comment: One commenter questioned the reasonableness, validity and
necessity of B 10.D, which provides for "presusption of reasonableness® for
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coste as “customary and veusl within the industry®*. The commenter stated
that he does not know whether or not it can be proven that certain costs are
custozary and usual within the Industry.

Responee: B 45.1-361,21 requires that the Board establish the sharing of
all ressonable cost of the ufnntlnm of a unit under a compuleory pooled
unit and by regulation establish the allowable cost and resolve all disputes
by and between oll and gas operators on costs. The Board has held that it
can conduct any inqulry to determine the ressonablensse of the costs by
ite own examination and by recelving evidence and testimony on the
reansonableness of the cost.

# 11. Recordkeeping

1. Comment: One commenter suggested that the time periods In this section
be amended to a minimum of 3 yeagrs such that the records be may made
svallable for a substantisl period of time in case any difficulty arises
with regard to the validity of any payments made pursusnt to an escrow
account,

Response: The Board disagrees with the commenter. The Board believes that
24 monthe le asple time for & porson sggrieved by a decielon of the Board to
secure any recorde of a unit under a Board order. Mo amendsent is nesded.

8 13. Appeals of the Director's Declsions

l. Cosmment: One cosmenter suggested that subsections B.4, B.3, and B.6 be
deleted. The commenter stated the written request for a hearing to the
Inspector and the Inspector's declslion ihuulld more than cover the
Information outlined, making these provislons unnecessary and burdensome.

Response: The Board disagrees with the cosmenter. The procedures set out
in B.4, 3 and 6 reflect the coseon practice of appeal bsfore any body which
hears and decides upon lesuss raleed upon appeal. The Board bellevas that
the procedures do not limit access to the Board. Ho amendment Lo needed.

# 14 Hiescellaneous Petitions to the Board

1. Coement: One commenter suggested an additlon to § 14 to accomodate a
request from an oll and gas or surface owner for an order from the Board
requiring that an operator of a permitted proposed or permitted exlsting
well form a drilling unit prior to any new productlon from the well. The
commenter submitted suggested language to sccomplish thie suggestion. One
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cosmenter, responding to the comments of the first commenter, suggested that
the Board doss not have statutory suthority to initiste the pooling rm:n-
*on Its own motlion®, and that sny person who has standing is & ready
specifically authorized to Initiste the pooling process.

Responsei The Board does not belleve it has the statutory suthority to
require upon Ltes on motlon to require the sotablishment of & unit. The
Doard does recognize that the proposed unit operator and other cwasre of gas
and oil Interests, wvhich maybe in conflict, may flle a petition to the Board
a1 8 clalmant under § 45.1-361.22. Mo amendment is needed.

8 15. Effective Dates for Board Orders

1. Cosment: One commenter suggested that B.1 be amended to two years
instead of one year from the date of lesuance, and change the rest of ths
sentence to clarify that the continued operations continue the effectivensss
of the order.

Responses The Bosrd belleves that cne year i a reasonable period of time
for explration of a Board Order. The unit operator, whom the Board Order is
subject to, may file before the expiration of the order for an extension
order provided reasonable cause is found by the Board that the order should
ba extended. o amend=ent is needed.

B 18. Closure Orders

1. Cosmment: One cocmenter suggested that A.1 be amended to broaden the
authority to lesue & closure order beyond merely exceeding allowable
production rates. The cosmenter provided language to accomplish this.

Besponse: The Board dlsagrees with the commenter. B§ 43.1-361.24 provides
for the extent of clircumstances that the Director or Board may take on any
violatlon of the Act. Mo smendsent le needed.

8 20, Gurveys and Tests.

1, Comment: One cosmenter suggested that the language in A.1 be amended for
the purpose of sssurance that snother party's resources are not being
encroached upon. The cosmenter suggested language to accomplish thie.

Respones: The Board agrees that the purpose of the regulation ls to protect
correlative righte. Use of an lnclination survey or directional survey will
determine the position of penetration of a producing formation as to lte
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relationship to the unit and the Board Order. The Board further recognizes
that the permit lesued for the drilling of & well within an unit spproved by
the Board containe the formations which are allowed to be produced by the
wvoll permittee under the Director. The Board will amend this section to
reflect the producing horizons and lts relationship to the permit fesued by
the Director.

2, Comment: One commenter suggested that the language in A.) be amended to
reflect that the Board should not order a directional survey, but it shoold
be the responsibility of the contiguous tract owner. Commenter suggested
language to accomplieh this.

Responses The Board disagrees with the commenter. The Board sust have ths
abllity to cbtain any Information it needs to require complisnce with an
order lssued by the Bosrd in which intersst are belng compulsory pooled by
an order of the Board. Mo amendment is needed.

3. Comment: One commenter suggested that B.1 be amended such that the
operator would not be required to conduct both a potentisl flow test and a
gas/oil ratio test, but that the operator conducts the potential flow test

and A{ pecespary preformes the gae/ratio test.

Response:r The Board disagrees with the commenter. The Board must have the
correct Iinformation on determination of a well in order to determine the
appropriate unit slee of a well in order to protect correlative rights and
enforce the conservation provislons of the Act, MNo amendment is needed.

4. Comment: One commenter stated that in regards to B.), Appalachisn Basin
Rae wolle dictates that open flow testing be made and that the regulation
should permlt and encourage such testing.

Response: The Board believes that open flow testing cam occur. Mo
amendment Lo needed.

# 22. Enhanced Recovery.

l. Comment: One commenter suggested that the section be amended to state
that no enhanced recovery project be authorieed to use drilling flulde or
produced waters as the injected sotive force.

Responee: The use of flulds Iin an enhanced recovery project Is covered
under Articles 1 and 3 of the Act, The Board enforces the provisions of
Article 2 concerning the protectlon of correlative righte and conservation
of the resource. No amendment Lo needed.
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